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1. SUMMARY. EMBASSY HAS NOTED WASHINGTON'S AND GENEVA'S 
OBSERVATIONS CONCERNING US EFEORTS IN FAVOR OF FULL BOP 
CONSULTATIONS. WHILE BRAZIL'S CONTINUED EXTENSIVE USE OF 
RESTRICTIVE TRADE MEASURES WOULD WARRANT A FULL CONSULTATION, 
EMBASSY BELIEVES THAT WASHINGTON AGENCIES WILL WISH TO TAKE 
INTO ACCOUND CERTAIN TACTICAL AND SUBSTANTIVE CONSIDERATIONS 
IN DECIDING ON HOW TO PROCEED AND THAT THESE CONSIDERATIONS ARE 
ALSO IMPORTANT FOR BRAZILIAN RECEPTIVITY TO AND PERCEPTION OF 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 BRASIL 03993 1821 17Z 

SUCH CONSULTATIONS. IF THE US DECIDES TO MOVE AHEAD WITH FULL BOP 
CONSULTATIONS AT THIS TIME, WE SUGGEST THAT USG AVOID THE IMPRESSION 
THAT THESE CONSULTATIONS ARE A US-BRAZIL BILATERAL ISSUE BY 
OBTAINING ASSOCIATION WITH REQUEST EROM OTHER DC DELEGATIONS AND 
BY SCHEDULING FULL BOP CONSULTATIONS FOR OTHER SELECTED LDC'S. 

ON THE QUESTION OE TIMING OF CONSULTATIONS, THE EXPECTED 
DETERIORATION OF BRAZIL'S TRADE ACCOUND THIS YEAR, AFTER LAST 
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YEAR'S IMPROVEMENT, AND BRAZIL'S HIGH LEVEL OE EOREIGN DEBT 
AND DEBT SERVICE RATIO WILL ALLOW THE BRAZILIAN DELEGATION TO 
MAKE A STRONG CASE EOR CONTINUED RESTRAINT. EMBASSY THUS 
IS IN GENERAL AGREEMENT WITH GENEVA'S ASSESSMENT AND COMMENTS. 

END SUMMARY. 

2. AT THIS TIME, IN VIEW OF THE RECENT CONSULTATIONS ON TRADE 
AND VARIOUS OTHER OUTSTANDING BILATERAL ISSUES, THE BRAZILIAN 
PRESS AND PUBLIC ARE AVIDLY LOODING EOR SIGNS OE POSSIBLE US- 
BRAZIL CONERONTATION, PARTICULARLY IN THE TRADE AREA. THE GOB 

IS SENSITIVE TO THIS PUBLIC PERCEPTION (AS THE GEISEL ADMINISTRATION 
HAS BASED ITS EOREIGN POLICY ON GREATER INDEPENDENCE ON THE 
US) AND WILL REACT WITH PARTICULAR STRENGTH ON HIGHLY PUBLICIZED 
ISSUES AND EVENTS. A CASE IN POINT WAS THE RECENT BRAZILIAN PRESS 
MIS REPRESENTATION OF ASSISTANT SECRETARY BERGSTEN'S SPEECH 
IN NEW YORK AND THE INITIAL NEGATIVE PUBLIC REACTION BY GOB 
OEFICIALS (REF E). FOR THESE REASONSN WE AGREE WITH THE POINT 
IN REP A THAT IF THE US DECIDES TO PROCEED WIT PULL 
BOP CONSULTATIONS AT THIS TIME, IT WOULD BE HELPPUL TO PROCEED 
SIMULTANEOUSLY WITH SUCH CONSULTATIONS EOR OTHER 
SELECTED LDC'S SO THAT BRAZIL CONNOT CLAIM TO BEING SINGLED 
OUT. WE ALSO FEEL THAT ASSOCIATION WITH THE REQUEST EOR 
CONSULTATIONS BY OTHER DEVELOPED COUNTRY DELEGATIONS 
WOULD BE HIGHLY DESIRABLE TO AVOID CHARACTERIZATION OP THE 
CONSULTATION, WHICH WOULD TEND TO REDUCE THE PLEXIBILITY OF 
THE BRAZILIAN POSITION ON THIS AND OTHER TRADE ISSUES. 

3. IN REGARD TO THE TIME ING OF THE CONSULTATIONS, RELEVANT 
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CONSIDERATIONS, IT SEEMS TO US, ARE: 'A) AS NOTED BY GENEVA, 

BRAZIL WOULD SEEM TO HAVE A CASE EOR CONTINUED RESTRAINT 
KREF A, PARA 2). CURRENT ESTIMATES FORECAST A $1.5 BILLION 
REDUCTION IN BRAZIL'S AGRICULTURAL 

EXPORTS THIS YEAR, AND A $400 MILLION INCREASE IN REQUIRED 
IMPORTS (REF B). THUS, THE BEST ESTIMATE AT THIS TIME IS EOR A 
DETERIORATION IN BRAZIL'S TRADE ACCOUNT THIS YEAR, EVEN THOUGH 
THE GOB STILL HOPES TO COMPENSATE EOR THE ADVERSE DEVELOPMENT 
INTHE AGRICULTURAL SECTOR WITH AN EXCEPTIONALLY STRING PERPORMANCE 
IN MANUPACTURED EXPORTS. 

(B) THE GOB'S THESIS ON BRAZIL'S EXTERNAL DEBT ALSO SEEMS TO US 
TO HAVE SOME MERIT. BRAZIL'S CREDIT REMAINS HIGH, BUT BRAZIL 
MUST BRING THE RAPID GROWTH OP ITS TOTAL INDEBTEDNESS (IN 
RELATION TO EXPORTS) UNDER CONTROL TO AVOID ULTIMATE IMPAIRMENT 
OP ITS CREDIT STANDING. BRAZIL, IN THE LAST SEVERAL YEARS, 

HAS ACQUIRED A SUBSTANTIAL STRUCTURAL DEPICIT ON SERVICES 
(I.E. INTEREST ON THE INDEBTEDNESS ACCUMULATED SINCE 1973); 

THUS BRAZIL MUST ESTABLISH A SUBSTANTIAL TRADE SURPLUS TO AVOID 
PURTHER DETERIORATION OP ITS DEB RATIOS. 

4. OUR THOUGHT IS ALSO THAT A HARD US STANCE ON THE BOP ISSUE 

IS UNLIKELY TO FOSTER A MORE PORTHCOMING BRAZILIAN ATTITUDE ON 
MTN ISSUES (SEE GENEVA'S VIEWS - REPTEL A).THUS THERE MIGHT 
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BE MERIT IN DEEERRING EURTHER ACTION UNTIL WE SEE HOW US- 
BRAZILIAN DISCUSSIONS ON THE MTN DEVELOP IN THE NEXT TWO 
MONTHS. 

JOHNSON 
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